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A  COMPARISON   OF  COTTON  PRODUCERS'  AND  CONSUMERS'  PRICES. 

So  far  as  is  kno^vii,  no  previous  attempt  has  been  made  to  ascer- 
tain the  difference  between  the  prices  received  by  producers  and 
those  paid  by  consuming  mills  for  the  same  grades  and  staples  of 
cotton  on  the  same  days.  This  publication  makes  no  attempt  to 
state  how  the  cost  of  distribution  is  absorbed;  neither  does  it  pre- 
tend to  set  forth  just  how  much  profit  is  divided  among  the  different 
middlemen  who  handle  the  cotton,  but  it  does  point  out  how,  in 
some  instances,  a  part  of  the  cost  of  distribution  can  be  saved  to  the 
producer  and  consumer. 

It  is  realized  that  the  conditions  and  differences  here  set  forth  do 
not  represent  normal  times;  however,  they  are  so  important  that  it 
seems  wise  to  publish  the  results  obtained  since  it  is  not  possible  to 
predict  with  any  degree  of  certainty  just  how  long  the  abnormal 
conditions  may  continue.  Furthermore,  it  seems  probable  that  while 
differences  and  averages  are  wider  during  abnormal  times,  the  same 
faults,  some  of  which  might  be  corrected,  exist  to  a  lesser  degree 
during  normal  times. 

METHOD  OF  INVESTIGATION. 

During  the  fall  of  1916  arrangements  were  made  with  a  number 
of  large  and  small  cotton  mills  in  North  Carolina  to  furnish  the 
Bureau  of  Markets  with  samples  from  bales  of  cotton  that  the}^  pur- 

'  Prepared  in  accordance  with  a  cooperative  arrangement  between  the  North  Carolina  Department  of 
Agriculture  and  the  North  Carolina  State  College  of  Agriculture  and  Engineering  and  the  Bureau  of 
Markets  of  the  United  States  Department  of  Agriculture. 
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chased.  A  form  was  furnished  for  submission  with  these  samples 
which  showed  the  date  of  pmchase,  price  paid  dehvered  at  the  mill, 
and  the  stipulated  grade  and  staple.  During  the  period  from  Decem- 
ber 14,  1916,  to  May  1,  1918,  over  15,000  samples  were  collected  in 
accordance  with  this  arrangement.  Each  lot  of  samples  furnished 
by  mills  was  classed  separately  upon  receipt  by  the  Bureau  of  Mar- 
kets, and  the  outturn  was  compared  with  the  grade  and  staple  as 
called  for  in  the  shippers'  contract  with  the  mill.  Diu*mg  the  same 
period  covered  in  secm'ing  samples  from  cotton  mills,  county  class- 
ers  ^  in  the  State  classed  about  120,000  bales  for  j^roducers  and 
obtained  information  as  to  the  date  and  place  of  sale,  and  price 
received  for  a  large  portion  of  this  cotton. 

DELIVERIES  COMPARED  WITH  PURCHASES. 

One  striking  featm-e  brought  out  in  the  actual  classing  of  these 
samples  is  the  fact  that  mills  accepted  cotton  that  was  less  than  the 
length  specified  in  the  contract.  This  was  also  true  to  some  extent 
in  the  matter  of  grades,  though  grade  does  not  affect  values  to  such 
an  extent  as  length  of  staple. 

A  comparison  of  the  grade  as  determined  by  our  classers  with  the 
grade  contracted  for  on  more  than  7,500  samples  showed  that  the 
actual  grade  averaged  about  3  points  lower  than  the  contracted  grade. 
This  is  a  difference  of  only  15  cents  per  bale  and,  therefore,  not  very 
important,  though  it  shows  a  tendency  to  give  ^^shy"  shipmerte. 

A  comparison  of  the  actual  length  of  staple  with  the  contracted 
length  of  staple  revealed  the  fact  that  the  actual  length  of  staple 
averaged  almost  one-sixteenth  of  an  inch  shorter  than  the  contracted 
length  of  staple.  This  difference  in  length  of  staple  represents  a 
reduced  spinning  value  which  can  be  judged  only  approximately. 
These  results  represent  averages  and  since  much  of  the  cotton  de- 
hvered is  shorter  than  the  average,  it  is  apparent  that  these  shorter 
lengths  have  not  the  same  value  to  the  spumer.  It  is  probable  that 
some  of  the  shipments  fell  below  contract  on  account  of  a  difference 
of  opinion  as  to  the  actual  length  of  staple;  it  is  not  believed,  how- 
ever, that  this  is  generally  true. 

PRICES  PAID  BY  MILLS  COMPARED  WITH  QUOTATIONS  AT  DESIGNATED 
SPOT  MARKETS. 

A  comparison  of  the  prices  paid  by  mills  with  the  average  prices 
quoted  by  the  1 1  markets  designated  by  the  Secretary  of  Agriculture 
for  determining  differences  that  must  be  used  in  settling  deliveries 
on  future  contracts  showed  that  the  mills  paid  on  an  average  through- 
out the  two  seasons  65  pomts,  or  S3. 25  per  bale,  more  than  the 
quotations   at   these   designated   markets.     If  due  consideration   is 

1  McConnell,  O.  J.,  and  Camp,  W.  R.:  A  Study  of  Cotton  Market  Conditions  in  North  Carolina  with  a 
View  to  Their  Improvement.    V.  S.  Department  of  Agriculture,  Bull.  476,  1917. 


Suggested  Improvements  in  Methods  of  Selling  Cotton,       5 

given  to  the  fact  that  the  cotton  received  by  the  mills  had  consider- 
ably better  staple  and  character  than  the  average  quality  of  cotton 
upon  which  quotations  were  based  at  the  spot  markets,  this  seeming 
difference  probably  would  be  reduced. 

PRICES  RECEIVED  BY  FARMERS  COMPARED  WITH  PRICES  PAID  BY  MILLS. 

A  comparison  of  all  coinciding  sales  as  to  grade,  staple,  and  date, 
selected  from  the  sale  of  approximately  200,000  bales  sold  in  the 
States  of  North  Carolina,  South  Carolina,  and  Georgia,  showed  that 
the  mills  paid  an  average  of  232  points,  or  $11.60  per  bale,  more  than 
the  average  price  received  by  the  farmer  on  the  same  date  for  cotton 
of  the  same  grade  and  staple. 

Investigations  and  surveys  that  have  been  made  show  that  the 
mills  of  North  Carolina  are  so  equipped  that  they  could  profitably 
consume  every  bale  of  cotton  grown  in  the  State.  In  fact,  during 
the  1916-17  and  1917-18  seasons.  North  Carolina  mills  have  con- 
sumed a  large  proportion  of  the  cotton  gro^\'n  in  the  State.  As  the 
average  production  in  the  State  is  about  800,000  bales,  it  is  evident 
that,  had  it  been  possible  to  purchase  their  consumption  needs 
directly  from  the  farmers,  the  mills  could  have  afforded  to  pay  the 
North  Carolina  farmers  several  million  dollars  more  for  their  cotton 
than  the  growers  received.  Whether  sold  through  buyers  or  dealers, 
or  direct  to  the  mills,  there  are  usually  certain  legitimate  expenses 
of  seiimg  which  would  reduce  the  actual  savmg  below  the  amount 
indicated  here  ($11.60  per  bale,  less  $2.50  for  freight  and  other 
charges,  for  800,000  bales). 

PRICES  RECEIVED  BY  NORTHEAST  GEORGIA  COTTON  COMPARED  WITH  PRICES  PAID 
BY  MILLS  FOR  COTTON  OF  LESS  DESIRABLE  CHARACTER. 

'A  comparison  of  prices  received  by  farmers  at  Jefferson  and 
Ck)mmerce,  Ga.,  both  towns  located  in  the  Piedmont  section  of 
northeast  Georgia,  revealed  the  fact  that  the  farmers  at  these  two 
towns  received  on  an  average  91  points,  or  $4.55  per  bale,  less  for 
their  cotton  than  the  North  Carolina  mills  paid  for  cotton  of  a  less 
desirable  character  as  to  uniformity  and  strength  of  staple. 

As  cotton  from  this  section  of  Georgia  usually  brings  about  1 J  cents 
per  pound  more  than  cotton  of  the  character  purchased  by  the  North 
Carolina  mills  on  the  dates  for  which  comparisons  were  made,  there 
seems  to  be  an  aggregate  difference  of  about  $12  per  bale  between 
the  actual  price  received  and  the  price  that  cotton  of  this  quahty 
should  have  brought.  It  would  appear,  therefore,  that  dkect 
contacts  between  producers  and  mills  in  this  case  would  have  re- 
sulted to  their  mutual  financial  advantage.  All  of  this  apparent 
difference  of  $12  per  bale  would  not  be  realized,  for,  as  previoush' 
pointed  out,  there  would  be  costs  of  grading,  packing,  and  incidental 
costs  of  sales  which  would  reduce  this  margin. 
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DIFFERENCES  IN  PRICES  PAID  BY  DIFFERENT  MILLS. 

One  of  the  most  surprising  features  brought  out  in  connection  I 
with  the  investigation  is  the  vnde  difference  in  prices  paid  by  mills 
for  the  same  grades  on  the  same  days.  In  the  follo^\Tiig  table,  which 
hsts  a  number  of  such  instances,  a  difference  of  more  than  S15  perj 
bale  is  shown  in  some  cases.  In  a  few  cases  the  mills  paying] 
different  prices  were  located  in  the  same  to^\Ti  and  pui'chased  cotton 
from  the  same  shipper.  The  difference  in  freight  rates  could  not] 
account  for  any  appreciable  part  of  this  difference.  In  fact,  in  some? 
cases  the  freight  rate  would  have  the  effect  of  making  the  differences! 
wider.  As  a  rule,  however,  the  freight  rates  were  about  the  same] 
from  producing  sections  to  the  different  mills. 

Differences  in  prices  paid  by  different  mills. 


Mill  purchases. 


DLfference- 


Date. 


Grade. 


Staple.  Price.        Per  pound.     Per  bale 


Sept.  11, 
Oct.  13, 
Oct.  26, 
Nov.  1, 
May  4, 
Sept.  10, 
Oct.  13, 
Nov.  20, 
Jan.    11, 


1916 
1916 
1916 
1916 
1917 
1917 
1917 
1917 
1918 


/Strict  middling 

\ — do 

/ — do 

\....do 

/Good  middling 

\.-..do 

/Strict  middling 
\ do 

..-.do 

...-do 

....do 

....do 

/..-.do 

t-.-.do 

/....do 

\....do 

/....do 

\....do 


Inches. 
i  to  1 
ItolJj 
ItoliV 
Itol-iV 
Itol^ij 
1  to  1  Jg 
Stoi 
ItolA 
1  to  1-^ 

ItOl-i^s 

Itol^i^ 
Itol^Jf 
ItoliV 
Itol^ 

1  to  1-h 
ItoliV 
1  to  It's 


Cents. 
16. 92 
15. 31 
17.70 
15.25 
20.76 
18.93 
18.79 
16.14 
27.14 
26.04 
29.45 
27.86 
29.10 
28.41 
30.91 
29.02 
32. 9S 
29.70 


Cents. 

Dollars.    ' 

1.61 

8.05 

2.45 

12.25 

1.83 

9.14 

2.65 

13.25 

1.10 

5.50J 

1.59 

7.9^ 

.69 

3.45 

1.29 

6.45 

3.28 

16.40 

It  appears  quite  probable  that  buying  on  a  "basis"  for  future 
dehvery  is  partly  responsible  for  these  wide  variations  in  prices.  It 
would  seem,  nevertheless,  that  the  buyers  should  be  famihar  with  aU 
factors  governing  prices  so  that  such  discrepancies  would  not  occur. 
It  is  also  possible  that  the  increased  margin  of  profits  made  by  cot- 
ton mills  is  such  that  their  officers  have  not  been  compelled  to  bar- 
gain for  then*  cotton. 

SUGGESTED  IMPROVEMENTS  IN  METHODS  OF  SELLING  COTTON  BY  FARMERS. 

The  foregOLQg  facts  show,  therefore,  that  the  average  cotton  mill 
in  North  Caroluia  paid  about  $11.50  per  bale  more  than  North  Caro- 
lina farmers  received  for  the  same  class  of  cotton  during  the  period 
covered  by  the  investigation.  Figuring  the  consumption  in  North 
Carolina  (1,300,000  bales)  upon  this  basis,  it  would  appear  that  the 
mUls  of  the  State  paid  about  $15,000,000  more  for  cotton  that  they 
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consumed  than  the  farmers  received  for  it.  However,  it  should  be 
borne  in  mind  that  all  of  this  difference  is  not  clear  profit  for  the  mid- 
dleman, as  a  part  of  it  is  absorbed  in  freights  and  other  necessary 
and  legitimate  charges. 

The  freight  rate  from  none  of  the  towns  considered  in  these  com- 
parisons was  gi'eater  than  44  cents  p3r  100  pounds.  The  average 
freight  rate  w^as  about  30  cents  per  100  pounds,  or  30  points  on  the 
cotton  involved.  The  exchange  on  the  draft  bill  would  probably 
average  about  one-eighth  of  1  per  cent.  At  present  prices  this 
would  amount  to  about  17^  cents  per  bale,  or  3^  points.  Therefore, 
making  full  allowance  for  all  legitimate  charges  Hkely  to  arise,  it 
appears  that  50  points  would  amply  meet  and  in  most  cases  exceed 
the  cost  of  sending  the  cotton  to  any  of  the  mills  in  the  State. 

As  the  mills  of  the  State  consume  more  cotton  of  the  same  character 
as  that  which  is  produced  in  the  State  than  is  actually  produced 
therein,  it  seems  that  it  would  be  of  advantage  to  both  producer  and 
consumer  if  purchases  were  made  in  a  more  direct  manner,  and  an 
investigation  has  been  conducted  to  ascertain  the  difficulties  in  mak- 
ing more  direct  purchases. 

1.  Farmers  should  grow  such  cotton  as  the  mills  need. — Local  cotton 
mills,  as  a  rule,  use  only  one  or  two  grades  and  generally  one  staple 
of  cotton,  and  it  is  necessary  for  the  farmer  or  some  other  agency  to 
furnish  what  the  mills  demand.  The  mills  would  doubtless  obtain 
better  deliveries  if  the  shipper  knew  that  they  would  class  every 
bale  of  cotton  received  and  reject  any  part  of  the  shipment  not  up 
to  the  contract.  Not  the  least  of  the  advantages  which  might  be 
derived  by  the  mill  is  the  tendency  it  would  have  to  secure  even- 
running  lots  of  cotton  for  the  mills.  In  fact,  it  is  the  opinion  of  the 
iQvestigators  that  the  most  tangible  results  and  profits  would  be 
derived  from  this  feature  rather  than  from  claims  that  the  mills  might 
make  and  collect.  Farmers  would  be  encouraged  to  grow  such  cot-- 
ton  as  is  required  by  the  mills  in  their  immediate  locahty,  and  freight 
and  other  handling  charges  would  be  greatly  reduced. 

2.  A  compress  and  ample  storage  and  shed  space  erected  at  some 
central  point  or  points  in  the  maia  producing  area  would  improve 
conditions  affecting  the  marketuig  of  cotton  in  eastern  North  Caro- 
lina to  a  considerable  extent. 

3.  A  disinterested  classing  service  would  also  serve  the  interest  of 
both  the  producer  and  consumer.  This  would  tend  to  reduce  some 
of  the  friction  that  under  present  conditions  is  constantly  develop- 
ing between  mills  and  shippers.  The  grading  service  would  enable 
the  farmer  to  know  the  value  of  his  product,  and  cooperative  selling 
would  better  enable  him  to  realize  that  value  in  dollars  and  cents. 

4.  Better  ginning  facilities  are  needed  in  the  State.  Poor  ginning 
facilities  are  considered  by  the  mills  of  North  Carolina  to  be  one  of  the 
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most  objectionable  features  connected  with  tlie  extended,  use  of 
cotton  produced  in  tlie  State.  They  also  quite  generally  raise  an 
objection  to  the  weight  of  the  bales  in  North  Carolina.  This  objection 
is  well  founded,  as  with  one  exception  the  average  weight  of  bales  in 
North  Carolina  is  lower  than  that  in  any  other  State.  The  probable 
reason  for  the  light-weight  bales  is  that  the  press  boxes  at  the  old 
ginneries  are  not  capable  of  pressing  large  sized  bales  nor  average 
sized  bales  to  the  density  usually  obtained  in  other  States. 

5.  Less  damaged  cotton  should  be  shipped  to  the  mills.  The  amount 
of  damaged  cotton  shipped  to  the  mills  causes  much  dissatisfaction. 
The  mill  owners  state  that  as  a  rule  they  do  not  have  the  facilities 
nor  the  incHnation  to  condition  cotton,  and  therefore  desire  to  buy 
only  from  shippers  whose  cotton  has  already  been  put  in  the  best 
possible  shape.  This  objection,  of  course,  would  be  satisfactorily 
met  by  the  establishment  of  ample  concentration  facilities  on  the  part 
of  shippers  whether  they  be  farmers'  organizations  or  not. 

6.  Varieties  that  'produce  a  letter  staple  should  be  grown  by  farmers. 
This  investigation  showed  that  the  mills  were  very  much  interested 
in  any  attempts  that  might  be  made  to  induce  farmers  to  plant  such 
varieties.  In  most  instances  the  mills  stated  that  if  uniform  cotton 
of  a  staple  approximating  that  grown  in  other  States  could  be  secured 
they  w^ould  give  cotton  grown  in  North  CaroHna  the  preference.  All 
studies  tend  to  show  that  the  present  method  of  purchasing  is  the 
greatest  hindrance  to  the  production  of  superior  cottons.  This  does 
not  mean  that  buyers  intend  to  decry  the  advisabihty  of  producing 
a  better  variety,  but  refers  to  methods  of  purchasers  who  are  possibly 
unconscious  of  the  effect  they  have  upon  production.  Buyers  who 
knowingly  purchase  the  varieties  with  a  better  staple  without  pacing 
proper  premiums  are  pursuing  an  unwise  business  policy,  as  their 
method  is  sure  to  result  in  encouraging  the  farmer  to  stop  growing 
that  variety  out  of  which  the  buyer  makes  an  abnonnal  premium. 
It  would  be  good  business  judgment  for  the  buyer  to  encourage  the 
farmer  by  giving  him  the  benefit  of  at  least  a  part  of  the  extra  profit 
that  is  made  in  the  handling  of  superior  varieties  of  cotton. 

o 


